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Nklzhoma Oity, Oklahoma 73125

Dear Mr. Oreswell:

In July 1970, the Ceneral Accounting 0fFfice igsued a repeort to the
Conevress (B-166497(1}} on improvements vesded in the Faderal Avintion
tdwinigtration’s (FAA) procedurss for determining excess spare parts.
The rveport chowed that TAA estimated future neads by prolsciing past

fssue data without considering speclifically the types and numbers of
facilities in operation for which particular parts were needed and the
gxpected remaining useful lives of such facilities, VAL had declared
excess about $3.8 million worth of parts during April, May and June
1267, and during the eneuing 23 monthe determined new requirements for
eatimaked $473,800 vorth of the same parts. The report recommended
that FAA should

~wgigenble aud organize into appropriate form laformation
pertaining to (1) the types and numbers of facilities in
uae, {2} the particular spare parts neaded to maintain
esach type of facility, and (3) the expected useful lives
of the faciliriaes;

~-gatablish procedures dasigned to ensure that such
Information is appropristely used in Inventory
panagament declalons, and

~«in the interim, declare spare parts excess ooly after
it has been dotermined that they are obsclete or waflt
for usa, or that continued retention would becoma
atonomiczlly impracticable.

STATUS OF BRCOMIBNDATIONS

In a 1%73 survey at the FAA Aercnautical Center, Oklahoma Clty,

Cklahoma, we observed that Canter petsonnel were obtaining end item
application data for emchange and repalr items and for expendabls items
entering the system. Such data was not being obtalned for the thousends
of expendable items already in the aystem. On March 31, 1973, the Conter
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had about 36,000 expendable items with no demsand during the previous

17 wonthe., Although many of these ltewms were potentially excesn to TAA's
npeeds, without adequate end item avplication data supply managenent people
eould not wmake informed judgments sg to which items could safely be
deleted from the system. 35 a result, the itewm managers were retaining
stocks of many items as a hedge against vossible future reavirsments
uniless they gould determine the items were obsocleta.

Ag ghown in OAC's July 1970 report (B-1564497{1)) very litile, if any,
costs ara saved at khe Center by dispesal of only 3 portien of the astochks

of sach item. And, as deseribed below, the Canter Las determinad that
very Tew items were chsolete and comsletely deleted €hem frowm the systen,

The Center has = computer syetem for listing potentlally execess
items for periodic review by iftew wanagers. During the past vasr thase
ligtings bhave been limited to itmme with computad oxesss material on hand
valued at $100 or more. This sublects the majority of the dellar valus
of potential excess material to review but does not cover a sipnificant
portion of the line ltems, for exawple, those with ne dewsnds within
the previous vear whieh have on hand cuantities valued at less than $140.

Reviews of the potential excesgses have resulted in changing the
claszification of items from potential excess to insursnce with partial
dizposal In seme cases buab with rotal dispogssl wmaede only when data is
avallable to assure an item 1s wo louper needed. An insurance item {is
defined au:

Van dtem for whiech a requirement is not normally
expacted and 1z need iz usually causad by
vapradictable avents: the item is essentisl; and
tha lesd time reguived fo obiain the itewm when
neadad creates an wvupacecaptable situwation, such
a6 stoppage of aessentlal operations or existence
af a condition hazsrdous to busan life.’

For the thiyd cuarter fiscal year 1973 the computer listed 6,917
Line {irems of which 4,187 had ne application data on recerd. The item
wanazers classlified 4,588 ag insursnce items and scheduled pareiazl ewcess
af 1,750 clazsified 113 as toial excess: and ook no aetion on 1,822,
In very few casgses mananaers sddad sppliestion data as s resalt of this
vevigw or devermingd ften essentianlity or sase of procurament bafore
olassifying the items as insurance.

Although the itex wmanagers clasgsifiad 115 {tews ag total sucess,
the Center had retained the stocks of 80 of the itews. Ssveral other
itoms on the listimes had erevicusly been coded for total dissosal but
ware still on hand,

The Centzr has made only limitad prosress in assembling and usine
application data o manave axpendable matarial. e beliove the item
uanagers should obtain and use sueh Iinforvmation. at least for managing
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lrame which are generatisy ragquiremeats. fo reduce accurulations of
epare parts vhen applicable end items etart phasling out of ¢he FAA svoteom.

Canter personpael said rhat daterwining application data for inactive
expandable itomg is not feasibhls considering their rersormel rascurcas
and the type and valuse of woterial iavolved. Thiz may be true sinee the
Center had at least 28,000 items with stoch walued at less than $100
which had vo demende ia the last 12 monthe., If o ir geems essential
¢hat other eriteria bhe devaloped whereby waonesdad itewms can be eventually
removad from the svster, Although eost to hold vnnacded items is aominal,
gueh dtems require periedic attention by the item managers vhich diverts
sttention from nanazement of morve sotilve itans.

He doubt the usefulneas of exncess reviews vhich result in only
partisl disposzlis because Tthore is vary little if aov savinzs at the

Centey 4T nortions of the stoek ie retailued., It mav be henseficlal in

gome cases to hold these itomg for contingency purposes uwithout determining
gasentinlity. Bub we believe that materisl for which no known rejuiremsnis
sxiats ghould not ba retalned for contingsmeles i€ transfer to obhsr
agencics haviag current ravuivements would orovide overall asavings to

the Coveroment.

Boaginning in Yovewbher 1973, the Defenme Susply Arency is scheduled
to take over wmanagement and storape of material in ceriain Paderal Stock
Clagaes which are common to varlous asencies. e recommend thal when
this ocours, the Cepber repovi to D84 these insurasce items having ne
idanzifiable requiverents as available for rransfer to sabisfy curreat
reguirencnte of other agencies.

Centar officials stated that iterms having no identifisble reguirs-
manta would be revorted te NFA  eriteria would be developed to eveuntually
vemove wneeded items from tho system: and congiderstion would be plven
to identifving application dals on expendsble items in the gystenm as
they genorate reguiremants, ¥YWe beliave thase actlens will substantially
sllevddte the problems noted.

RELATED ORSERVATIONS

We alsp obgerved durins this survey that

~=lack of dakta and eyrors in the Inventory records
caused Improper styratificstion of items;

~~gxoendable items wore In stock io en unservicasable
condition although there was no intsatlien of
repairing and using suck naterisl- angd

-~y ereer in z wmechanizad reguirements cooputailos
progran vesultad in overstabsment of reguirements
for eartain ilews.

Detslils of eseh of these areas are descrided helow.



fmproper Btratification

Iteams In the system legs than 3 veare are considered oo new to
have 3 valid demand history, conssqguently, thay ars neither reported as
eomputed grcese nor subjected to sxeess reoviews., The Centar was
arvoneously clessifving items as new bacausce there was no date of first
receiot in the record, or the date in the record was in error.

& special printout. rum at our reguest, showed that as of April 30,
1873, over 3,000 line jtems with assets on hand valusd at 32.7 million
did not bave a date of first recsipt on the recovrd. DBased on analysis
and limited tests we estimated that sbout 1,500 of these line itaems with
about 2500,000 of assste ghould have besn classified ag eithor potentisl
axaaes or low damsnd and includnd in the oxecess veviews., The rewaining
itens appavently were sroperly stratified bar 11l be nisclassified {n
the futurs If corrective action is not taken.

Ve discussed thease ervvers with (onter officials who initiated computer
progran changes and other sctions to corveect thaw.

Retention of unserviceable
ezpendabls material

Broendeble mnterial Is covsidered unacomnonical to repatr, and ig
zonarally disposad of vhen unservicesble.

Coenter racords showad, however, that 1,477 exvendsble line itamse
«ith wmserviceable assets valued at 3593,000 wers in storage on ‘lareh 31,
1873, Based on a roviaw by Center technicians of randomly selected ibems,
ve astivated that §$300,000 of this material had no specilal basis for
ratenkion, Thisz unseyviceabls expondable material came From wvarious
soureas, including returns from the field,

in moat eases the inveatory managers weve wol sware of uvnserviceable
expendable atock., Consequently, gerviceable assets were disposed of and
unservicenble assets retained e Fill reguirementa., Yor examples, an
inventory sansger inltiaced setion to diaspose of six units of an itew
when the fenter had s2ix serviceablse and gix vaservicasble dtems in stock.
The six serviceable ltems were traunsferrsd to the Center Redistribution
and Yarketing section for disposal.

mnecesgary shipning, hendling and revair or procuresent CosLs nay
boe Incurred when unserviceshle, sxpendsble items are returnsd from users,
stored for no gpecific reason and retalned In lleu of servicesbls items
for Filling reguirements. fecordingly, we recommend that unnzeded
wngerviceshle expendable materisl be vemoved from inventuriss, and controls
hes strengthened to prevent return and retention of such itema,

fientoy officials stated that wngerviepable expendsble ssterial in
stock would be reviewed and disposal zction caken for items nobt having
a sppeial need: vrocedursas would be eatablished for processiag an



exception notlce to {oventory wanagers when such itewms ave entered on

the loventorv records and for identifving such ltems on the excess rveview
Iists and eonbrols te nravent retura of puoh itows from fiald usars would
be reviswed and strensthenad to the extent feasible. Tonlomantation of
these osrouwiszed actions should provide an adeouate basls for managing
aneervicasble expendabla ltans.

Aecuirements Computation Fryow

Certain materials in Desot inventory include Commission Reserve
Ohliestion stocks, that iu stocts nosded for initial support of facilities
to ba ﬁl#?gé in ssrvica, Tha Depot Handbook forsmla fTor computing reguire-
mpnta for this materisl states that 38 percent of the rveserve stock should
ha in 1Jﬁeu in the resuirements eomputation., lsecause of & prograsmine
srro? this revcoentage wvas deubled aud the veguirenments cosputations
ineluded 76 perecent of the resevvs stock.

We called thils error to the attention of Center officlals who had the
crogram corrected and reviewsd open purchase raquests for affected itews,
Va belleve thesse actions are adenquata,
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e would appreeiste vour comments opn the matters dizcoussed above
n 30 days. Copies of this latter ave being furnished to 0ffice of
ta, Department of Tranepovtation, Dallas, Tewxas.
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Sincersly yours,

Zfi“’ K. L. veary

Reglonal Hanager





